
by Judah E. Smith i!^-

Transportation in the 
Balance of Payments 

Ti EANSPORTATION is one of the lai-gest of the service 
transactions in the United States balance of payments. In 
1952, receipts from this source amounted to more than $1.5 
billion and payments aggregated more than $1.1 biUion— 
equivalent in each case to one-tenth of the merchandise trade. 
Ocean shipping, the largest item, accounts for the major 
fluctuations in our net position. 

Eeceipts from ocean shipping include freight on exports 
carried by United States operated vessels and foreign port 
expenditures here. Payments include freight on imports on 
foreign vessels and United States port expenditures abroad. 
Freight on exports carried by foreign vessels does not enter 
the United States balance of pajmaents—since such payments 
are directly or indirectly for foreign account. Freight on 
United States imports carried by United States vessels is a 
domestic rather than an international transaction. 

Another important item contributing to our earnings is 
freight paid to us on shipments between foreign countries. 
But fare payments by United States tourists to foreign 
vessels far outweigh fare payments by foreign tourists to 
United States vessels, so that foreign countries consistently 
receive net payments from us for passenger service. 

Export freight partly financed by aid 

Data for the international shipping account of the United 
States include the value of all shipping services rendered by 
the United States to foreign countries, regardless of how these 
services were financed. A part of the transportation fur
nished by the United States was paid by the United States 
Government under the various aid programs and required no 
actual payment. The amounts involved have varied widely 
in recent years from $371 million in 1948 to $98 million in 
1950. Last year's figure was $142 million. 

A portion of aid-financed shipments was carried in cargo 
space controlled by the Department of Defense. This is ex
cluded from the following discussion which is limited to the 
commercial aspects of the transportation account. 

Net United States receipts from transportation in 1952 
amounted to about $400 miUion, and were about $200 
million less than in the preceding year. Moreover, the fac
tors contributing to this downward trend continued in exist
ence, reducing the total to about $170 million (at an annual 
rate) during the first half of 1953. 

This decline represents a -resumption of a trend which was 
evident between 1947 and 1950, but was temporarily inter
rupted by the outbreak of the hostilities in Korea. 

Several factors account for the declining, but stiU rela
tively high, net earnings from shipping. 

Table 2 indicates that the dry cargo tonnage carried by 
American controlled ships declined gradually from 1947 to 
1950 and again from the first quarter of 1952 to the first 
quarter of 1953, apparently reaching a postwar low at that 
time. The decline since 1951 was most prominent in the 
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carriage of coal and grain (which in that year as well as in 
the early postwar period had for special reasons been un
usually high) but it also affected the carriage of other dry 
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cargo. In part this development reflects the reduction in 
all United States exports that during the same period re
sulted from better supply conditions abroad, particularly 
for fuels and agricultural products. Also, tightened exchange 
restrictions were partly responsible. 
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However, certain other conditions helped to reduce the 
income from export freight even more than the total export 
tonnage was lowered. 

The decline in requirements for shipping space brought 
do^vn freight rates for bulk cargo on tramp steamers to such 
an extent that the relatively high cost American operators 
had to leave the field almost entirely to foreigners. Freight 
on coal for a typical voyage from United States east coast 
ports to Eotterdam declined from $14 per ton in March 1951 
to less than $5 at the end of 1952. Only the provision that 
50 percent of aid-financed cargo had to be shipped in United 
States operated vessels kept some buUc shipments—^mainly 
grain—^reserved for United States ships, at rates approxi
mately double those in the free market. 

The decline in freight earnings by United States operators 
from $657 mUlion in 1951 to $524 miUion in 1952 was more 
than accounted for by the decline in earnings from coal and 
grain. LUcewise over 55 percent of the decline in earnings 
from 1952 to the first half of 1953 (at annual rates) was due 
to the same factors. 

Foreign fleets carry larger volume 

In contrast to the rate competition for the carriage of bulk 
cargo, liner rates were relatively fixed by carrier conferences. 
"Thus, in spite of a rising surplus in shipping space, these 
rates remained at the higher levels adopted at the end of 
1951. In fact, the share of United States vessels in the 
carriage of other dry cargo remained relatively stable be
tween 1950 and 1952. However, more recent data indicate 
the share is again declining, resuming a trend started soon 
after the end of the war. 

This decline may be ascribed to (a) the desire of foreign 
countries to limit dollar expenditures by using foreign ships 
to import goods, and (b) to the growth of foreign fieets. By 
1952, as a result of new construction and purchases of over 
1,000 ships from the United States, foreign dry cargo fleets 
had risen to 40 mUlion gross tons—from 29 million tons after 
the war. 

The fact that foreign fleets have gradually included an 
increasing proportion of postwar ships built to provide faster 
and more frequent service, is another important factor in the 
rapid rise of their cargo tonnage. 

Import freight carried on United States dry cargo vessels 
was quite stable in the postwar period except for a very 
minor decline from 1951 to 1952. The overall rise in total 
tonnage imported therefore accrued mostly to foreign fleets, 
thus adding to their dollar earnings. 

The relative stability in the activity of United States 
operated ships was due in part to an increase in the move
ment of u'on ore and other mmerals by company-owned 
fleets, with a corresponding decline in the carriage of other 
imports, which was taken over by foreign fleets. Since a 
large part of our imports is billed c. i. f., with shipping 
expenses paid first by the foreign shipper, who is then reim
bursed by the American importer, the choice of the national
ity of the shipping line frequently depends upon the foreign 
exporter. The desire to save dollar exchange would favor 
the foreign lines, even if shipping rates were the same for 
foreign and domestic lines. 'The rising avaUability of foreign 
shipping space further aided in making that choice increas
ingly customary. 

Considerations similar to those underlying the sliift of dry 
cargo export trade from domestic to foreign vessels also 
serve to explain the rising share in tanlcers' export cargo 
carried by foreign-operated vessels. Wliile the activity of 
the United States operated fleet both in export and import 
trade remained relatively stable since 1949, foreign-operated 
fleets carried more tonnage in both directions. 

Foreign-operated fleets include, however, the ships 
operated by subsidiaries of United States oil companies 
under the Panamanian or other foreign flags. Net earnings 
from the operation of these ships accrue, of course, to the 
American parent companies, and appear in the balance of 
payments as income on investments. 

Higher rates on exports favor U. S. balance 

While the rising share of the volume of United States trade 
carried by foreign sliips was the outstanding factor in reduc
ing the foreign dollar deficit on transportation, the difference 

The share of U. S. trade carried 
by foreign vessels continues to rise 
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in the composition of the trade carried by United States 
vessels abroad and by foreign vessels to the United States 
apparently favored the United States balance of payments. 

Omitting coal and grain. United States-controlled ships 
earned on outbound dry cargo approximately $30 per ton in 
1951 and $35 per ton in 1952. Earnings of foreign-operated 
ships on outbound dry cargo (excluding coal and grain) were 
approximately the same. 

On inbound dry cargo the average rate per ton for United 
States ships appeared to have been about $13 in 1951 and 
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$14.50 in 1952; foreign-operated ships apparently earned $14 
and $16 during the same years. The difference in the rates 
on inbound and outbound cargo is due in large part to the 
fact that outbound cargo consists largely of manufactured 
goods requiring relatively more space—as weU as higher 
handling charges and consequently a higher rate per weight 
ton—than do the raw materials and semimanufactured goods 
which comprise a larger portion of imports. 

Table 1.—International Transportation, 1946-53 

[Millions ol dollars] 

Receipts 

Ocean shipplnc 
E.iport frelRht earnings. 

Coal 
Grain 
Oilier dry cargo 
Tanker 

• Mil i tary-control led export 
frelRlit earnings 

Freight earnings on shipments 
between forolgn countries... 

Passenger fares 
Port expenditures 
Charter hire 

Other transportation 

Total receipts 

Payments 

Ocean shipping 
Import freight paymonts 

Dry cargo 
Tanker 

Passenger fares 
Port oxpondltures 
Charter hire 

Other transportotlon , 

Total payments , 

Becclpts balance—Ocean shipping. 

Eeceipts balance—Transportation 
account 

1040 

1,277 
893 
184 
82 

694 
33 

79 
28 

102 
22 

100 

1,383 

349 
116 
109 

6 
17 

180 
31 

110 

459 

928 

924 

1947 

1,597 
901 
257 
07 

008 
29 

107 

100 
30 

281 
19 

145 

1,742 

450 
141 
133 

8 
47 

231 
37 

127 

583 

1,141 

1,150 

1948 

1,181 
631 
83 
44 

389 
15 

223 

112 
35 

208 
12 

164 

1,335 

601 
193 
176 
18 
03 

IDS 
47 

146 

040 

080 

089 

1049 

1,0S6 
455 

62 
.18 

363 
12 

192 

100 
21 

201 
20 

104 

1,249 

549 
214 
191 
23 
90 

177 
08 

162 

701 

630 

643 

1950 

347 
1 

23 
311 
12 

110 
20 

313 
30 

170 

1,059 

643 
296 
255 
40 

121 
138 
80 

175 

818 

240 

241 

1951 

1,353 
057 
120 
142 
3,18 
28 

44 

201 
18 

411 
22 

211 

1,604 

787 
384 
279 
105 
102-
183 
118 
180 

073 

660 

691 

1062 

1953 
(Prelim
inary; 

flrst half 
at annual 

rates) 

1,280 
624 
73 
57 
373 
21 

72 

176 
22 
402 
31 
228 

1,614 

911 
428 
318 
110 
133 
190 
160 
204 

1,115 

376 

309 

1,006 
349 
8 
24 
304 
13 

87 

109 
23 
473 
24 
222 

1,287 

918 
452 
300 
92 
102 
142 
102 
198 

1,110 

147 

Source: tJ. S. Department of Commerce, Offlco of Business Economics. 

Since balance of payments receipts reflect the outbound 
freight on United States controlled vessels, and payments 
indicate the inbound freight on foreign controUed vessels, 
it is evident that in order to balance receipts and payments 
on freight, foreign ships would have had to carry to the 
United States about 2.1 tons in 1951 and 2.2 tons in 1952 
for every single ton carried by United States ships to foreign 
countries. 

A rising share of manufactures in exports, and of raw 
materials in imports, would raise that ratio further and 
would in part offset for the balance of payments the effects 
of an increasing participation by foreign ships in total United 
States trade. 

Earnings by TJ. S. fleet maintained 

WhUe the balance of international payments on ocean 
freight declined from a United States credit of $273 million 
in 1951 to a credit of about $100 miUion in 1952, that drop 
does not provide an appropriate measure of the change in 
total earnings of the United States merchant fleet from both 
United States exports and imports. Even though these 
earnings also dropped during the same period—by roughly 
$110 million or about 10 percent—they were considerably 
higher than in 1948, 1949, or 1950. (See table 4.) 

Port expenses offset foreign earnings 

The rising volume of United States trade carried by foreign 
ships resulted in larger port expenditures in \h.& United States, 
whUe expenditures by United States ships in foreign ports 
remained relatively stable. In fact, foreign port expendi
tures in the United States during both 1951 and 1952 re
quired more than 80 percent of foreign dollar earnings from 
cariying freight to the United States and from passenger 
fares paid by United States tourists. 

During the earlier postwar years foreign port expenditures 
exceeded foreign doUar earnings by a large margin. Com
pared to the total foreign freight revenue, both from exports 
and imports, port expenditures here rose from about 30 per
cent in 1951 to over 36 percent in 1952. This increase 

Table 2.—United States Ocean-Borne Outbound Cargo, Privately-Controlled and Military-Controlled, 1946-53 ' 

[Shipping weight in millions of long tons] 

Total outbound dry cargo, privately controlled 
United States privately controlled 
Foreign controlled 
Percent United States privately controlled 

United States military controlled 

Coal ' 
United States privately controlled 
Forolgn controlled 

Grabi ' 

1040 

61.9 
36.8 
10.1 
08.0 
n. a. 

19.3 
14.7 
4.0 

70.2 

0.1 
4.0 
1.6 

76.4 

20.5 
16.6 
10.0 
02.3 

11.7 
5.1 
6.6 

43.0 
*n. a. 

1947 

82.1 
40.1 
36.0 
60.1 
n. a. 

42.0 
23.6 
18.6 
65. Q 

7.2 
4.0 
2,0 

03.9 

32.9 
18.0 
14.9 
54.7 

12.9 
4.8 
7.4 

34.9 
<n. a. 

1948 

49.1 
23.7 
26.4 
43.2 
8.3 

19.1 
8.0 

11.1 
41.9 

0.4 
2.8 
3.0 

43.7 

23.0 
12.9 
10,7 
64.7 

8.8 
2.7 
0.1 

30.7 
<n. a. 

1949 

41.7 
17.0 
24.1 
42.2 
9.3 

11.6 
4.3 
7.2 

37.4 

7.4 
2.6 
4.9 

33.8 

22.8 
10.8 
12.0 
47.4 

7.5 
3.0 
4.5 

40.0 
«n. a. 

1050 

29.8 
12.0 
17.8 
40.3 
"2.0 

2.2 
.1 

2.1 
4.6 

7.2 
2.7 
4.6 

37.6 

20.4 
0.2 

11.2 
45.1 

6.4 
2.0 
3.6 

45.3 
>.4 

1951 

72.8 
31.6 
41.3 
43.3 
>2.1 

30.6 
11.4 
19.1 
37.4 

16.4 
8.1 
7.3 

52.6 

20.9 
12.0 
14.9 
44.0 

11.1 
3.4 
7.7 

30.0 

n.3 

1962 

02.1 
20.7 
41.4 
33.3 
>2.0 

24.8 
0.6 

18.2 
20.0 

13.9 
3.4 

10.6 
24.5 

23.4 
10.7 
12.7 
45.7 

10.9 
3.1 
7.8 

28.4 
M.6 

1953 
(First quarter 

at annual rates) 

44.0 
9.8 

34.2 
22.3 
' 2 . 2 

13.0 
.8 

12.8 
6.2 

13.6 
2.0 

11.6 
14.7 

10.8 
7.0 
9.8 

41.7 

11.0 
3.2 
8.4 

27.6 
•1.3 

l.Includes United States oicports and outbound Intranslt shipments to all areas except 
Great Lakes ports ol Canada but not shipments for the use of United States armed forces 
abroad. United States privately controlled cargo Includes shipments on commercially 
operated United States.flag vessels. National Shipping Authority vessels and foreign flag 
vessels chartered and oiMjratcd by United States residents. It does not Include United 
States military-controlled cargo under special programs such as Clvlllon Supply, Mutual 
Security, etc., shipped by tho Department of the Army or tho Department of the Navy on 
United Btates-Qag commercial vessels under charter arrangements or on Army or Navy 

transports. Basic data have been compiled by the Bureau of tho Census according to flag 
ol carrier excopt In tho ease of Intranslt shipments. Tho dato (Including Intranslt shipments) 
have been adjusted for differences between flag and control. 

2. Does not Includo United States military-controlled cargoes. 
3. Includes non-Department of Defense controlled "Special Category" exports on both 

United States and foreign-flag vessels from July, 1060. 
4. n. a. Not available. 
SOUBCE: United States Department of Commerco, Ofllce of Bushiess Economics. 
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resulted largely from an increase in foreign passenger vessel 
expenditures, and higher costs of freight handling and ship 
maintenance. 

The high volume of foreign expenditures in this country 
and the relatively low foreign expenses of United States 
operators tend to maintain a net receipts balance in the 
shipping account. • In 1952, United States operators' foreign 
expenses were only $190 million as against $390 million 
(excluding passenger vessels) of foreign expenditures in this 
country, although foreign operators handled less than one-
third more tonnage than United States operators. 

Among the factors that raise foreign vessel expenditures 
in this country is the purchase of bunlier fuel here—at an 
advantage, because of the lower prices at which it can be 

Tabic 3 .—United S t a t e s Occau-Borne Imports , 1946-53 * 

[Shipping weight in mlliions of long tons] 

Year 

1946 
1947 
1948 
1949 

1950 
1061 
1052 
1953' 

Dry cargo vessels 

Total 

19.4 
25.3 
29.7 
31.0 

37.2 
39.2 
30.2 
40.4 

United 
states-

operated 
vessels 

12.0 
10.1 
17.4 
15.0 

17.7 
19.4 
19.1 
17.0 

Per
cent 

61.8 
03.6 
58.6 
50.3 

47.6 
49.6 
48.7 
43.6 

Foreign-
operated 
vessels 

7.4 
9.2 

12.3 
15.4 

10.5 
19.8 
20.1 
22.8 

Per
cent 

38.2 
30.4 
41.4 
49.7 

62.4 
50.5 
61.3 
56.4 

Tanker vessels 

Total 

21.3 
24.2 
27.4 
34.0 

44.7 
45.0 
50.8 
59.2 

United 
States-

operated 
vessels 

19.4 
22.1 
24.2 
28.7 

30.8 
20.8 
27.7 
37.2 

Per
cent 

91.1 
91.3 
88.3 
84.4 

68.9 
69.6 
54.6 
62.8 

Foreign-
operated 

vessels 

1.9 
2.1 
3.2 
8.3 

13.9 
18.2 
23.1 
22.0 

Per
cent 

8.0 
8.7 

11.7 
15.0 

31.1 
30.6 
46.6 
37.2 

1. Data compiled by tho Bureau of the Consusby flag of vessel adjusted for United States-
chartered and -operated foreign flog vessels ond for foreign-chartered and -operated United 
States-flag vessels. Excludes small amount of Imports originating in Great Lakes ports of 
Canada. 

2. First quarter at annual rates. 

Source: U. S. Department of Commerce, Ofllco of Business Economics. 

Table 4.—Estimated Freight Earnings of Uni ted States-Controlled 
and Foreign-Controlled Vessels in the Carriage of United States 
Imports and Exports, 1946-52 

[Millions of dollars] 

Ocean freight 

194C 

1947.. 

1948.. 

Dry cargo 

1949 

1950. 

1961 

1952 

Dry cargo 

Freight on United 
States exports' 

United 
States 
oper
ators ' 

893 

860 
33 

961 

932 
29 

531 

616 
16 

465 

443 
12 

347 

336 
12 

657 

629 
28 

624 

603 
21 

Forolgn 
oper
ators 

443 

385 
68 

808 

738 
70 

507 

449 
58 

420 

405 
15 

334 

321 
13 

888 

805 
83 

699 

607 
92 

Total 

1,336 

1,245 
91 

1,769 

1,670 
99 

1,038 

905 
73 

876 

848 
27 

681 

066 
28 

1,545 

1,434 
111 

1,223 

1,110 
113 

Freight on United 
States Imports 

United 
States 
oper
ators 

2G4 

201 
03 

367 

278 
89 

324 

203 
121 

269 

194 
78 

313 

225 
88 

390 

249 
141 

413 

274 
139 

Foreign 
oper
ators ' 

116 

100 
0 

141 

133 
8 

193 

176 
18 

214 

191 
23 

296 

255 
40 

384 

270 
106 

' 428 

318 
110 

Total 

379 

310 
09 

608 

411 
97 

618 

378 
140 

483 

386 
98 

698 

480 
128 

774 

628 
246 

841 

692 
249 

Total freight 
earnings 

United 
States 
oper
ators 

1,167 

1,061 
00 

1,328 

1,210 
118 

855 

719 
136 

724 

637 
87 

660 

600 
100 

1,047 

878 
109 

937 

777 
160 

Foreign 
oper
ators 

658 

404 
04 

949 

871 
78 

700 

624 
70 

634 

690 
33 

629 

670 
63 

1,272 

1,084 
188 

1,127 

926 
202 

1. Does not include freight on military-controlled export cargo. 
2. Credits in balance of payments. 
3. Debits in balance of payments. 

Sourco: U. S. Department of Commerce, Ofllco of Business Economics. 

obtained as compared %vith the cost in many foreign ports 
from which trade with the United States is conducted. 
Another is the higher cost of stevedoring and other operating 
costs in the United States. For many foreign vessels, e. g., 
the Latin American, the United States is the most economical 
place for repau-ing vessels and purchasing equipment since 
shipyard facilities are lacking in the home countries. 

On the other hand, with the exception of stevedoring and 
other unavoidable expenditures made at comparatively low 
rates in foreign countries, nearly all United States vessels' 
purchases of fuel, subsistence, supplies, equipment, repaks, 
etc., are made in the United States. Also, discharging ex
penses on coal and grain cargoes are almost whoUy for the 
shipper's or importer's account and not for vessel account. 

Tourist fares raise foreign earnings 
Developments affecting other ocean shipping accounts in 

the balance of payments (passenger fares, United States 
receipts on shipments between foreign countries, and charter 
hire) led to a change from net receipts of $20 million in 
1951 to payments of $65 million in 1952. Most important 
in this change was the rise in passenger fares paid to foreign 
vessels. By increasing their passenger fleet and thus facili
tating a greater volume of tourist traffic, fare receipts of 
foreign operators from United States residents rose to $133 
million by 1952—six times United States operators' receipts 
from residents of foreign countries. 

United States operators' earnings from the carriage of cargo 
(principally petroleum) between foreign countries declined in 
1952 by $26 million from the record amoimt of $201 million 
the year before. The 1951 peak came about primarily as a 
result of the closing of the Iran refineries, together with freight 
rate increases in the tanlcer market. A further reduction is 
indicated for 1953 since tanker freight rates have declined 
below the levels prevailing at the time the Korean hostilities 
started. 
Table 5.—International Transportation, by Area, 1947 and 1950-52 

[Millions of dollars] 

1047 
Beccipta 

Ocean shipping.. 
Other 

Payments . . ._. 
Ocean shipping-
Other 

Not. 

1950 
Receipts 

Ocean shipping.. 
Other 

Paymonts 
Ocean shipping.. 
Other 

Not. 

1951 
Receipts 

Ocean shipping.. 
Othor 

Payments. 
Ocean shipping.. 
Other 

Net. 

1952 
Receipts 

Oceon shipping.. 
Other 

Payments. . 
Ocean shipping.. 
Other 

Net.. 

Western 
Europe 

1,003 
900 
43 

281 
22 

700 

408 
444 
64 

430 
385 
61 

62 

731 
674 
67 

602 
440 
56 

229 

664 
603 

61 

872 
506 

Canada 
Latin 

American 
Bepubiics 

92 

70 
30 
40 

71 
0 

02 

- 1 

- 2 0 

00 
33 
57 

91 
18 
73 

- 1 

119 
66 
63 

94 
18 
76 

25 

264 
221 

130 
100 
30 

134 

264 
204 
00 

200 
106 
34 

64 

368 
302 

66 

256 
216 
40 

112 

375 
302 

73 

282 
242 
40 

93 

Independ
ent sterling 
area coun

tries 

25 

142 
131 
11 

22 
18 
4 

120 

104 
03 
11 

19 
14 
6 

86 

All other 
countries 

354 
341 
13 

66 
60 
10 

288 

180 
172 
14 

70 
63 
13 

110 

233 
213 
20 

103 
00 
13 

130 

252 
232 

20 

148 
131 
17 

104 

All areas 

1,742 
1,697 

146 

583 
486 
127 

1,159 

1,059 
883 
176 

818 
645 
173 

241 

1,664 
1,353 

211 

974 
788 
186 

690 

1,814 
1,286 

228 

1,116 
911 
204 

Sourco: V. 8, Department of Commerce, Offics of Business Economics. 
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Charter hire pajonents by United States operators for the 
use of foreign vessels, mostly tanlcers, increased in 1952. 
This reflected both the continued diversion of United States 
flag tanlcers to military needs and enlianced requirements for 
tankers for increased coastwise and import carriage. 

European deficit declines most 

The decline in United States earnings on exports, partic
ularly on coal and grain sliipments, and the growth in foreign 
earnings from United States imports, are apparent principally 
in our transactions with Western Europe. In 1952, the net 
receipts balance on shipping with Western Europe had de
clined to about $100 million, from $228 million in 1951. A 
further reduction, of possibly $50 million, appears to be indi
cated for 1953 on the basis of the data available for the first 
half of the year. 

The trend of the receipts balances with Latin America 
is also downward, with a decline registered in 1952 as com
pared with 1951 and a smaller balance projected for 1953. 
This change stems principally from (a) the expansion of 
the Latin American merchant fleets, (b) increased tanker 

earnings (including the earnings of tanker subsidiaries of 
United States oil companies) and (c) charter hire payments 
to companies registered under Latin American flags. 

Transportation by air expanded 

_ Other international transportation transactions have 
yielded small net receipts surpluses ranging up to $25 
million^ over the postwar years. The most noteworthy 
of the items taken into the balance of payments are United 
States airline, receipts from fares paid by foreigners for 
carriage from and to the United States and also for carriage 
between foreign countries. These receipts amounted to 
$83 million in 1952—about t\vice the payments by United 
States residents to foreign airlines. 

In addition. United States airlines' earnings for carrying 
export freight and freight between foreign points in 1952 
amounted to $24 million, as against less than $4 million of 
foreign freight earnings on imports. Foreign expenses of 
United States airlines largely offset net receipts on fares 
and freight. They aggregated $87 million in 1952 while 
foreign airlines' expenses in the United States amounted to 
$32 million. 

Changes in Public and Private Debt 
(.Continued from page 19) 

Noncorporate nonfarm commercial debt rose 7 percent 
dm-ing 1952, amounting to $12 billion at the close of the 
year. The year's increase was about one-half of the 1951 
rise, and about one-fourth of the advance in 1950. This 
debt category represents bank commercial and industrial 
loans to noncorporate business, overdrafts, and loans to 
institutional borrowers. The lower rate of expansion in 1952 
was primarily the reflection of reduced inventory require
ments. 

Loans to purchase or carry securities amounted to $4.8 
billion on December 31, 1952, 17 percent above the $4.1 
billion outstanding at the end of 1951. Last year's increase 
was a reversal of tlie movement Avhich occurred during 1951, 
when security loans declined 9 percent. Margin require
ments were raised from 50 percent to 75 percent in January 
1951, and remained at 75 percent for the rest of that year 
and throughout 1952. 

A major portion of the increase during 1952 stemmed from 
loans to purchase or cari-y an expanded volume of government 
obligations. With respect to corporate securities, the value 
of market transactions declined somewhat from 1951 to 1952, 
altliough prices advanced. 

The other component of financial debt as shown in table 7, 
policy and collateral loans by insurance companies, reached 
$2.7 billion at the end of 1952, five percent above such 
loans at the close of 1951. Over the longer run, the groAvth 
in policy loans has stemmed primarily from increased owner
ship of life insurance. The ratio of policy loans to reserves, 
an index of funds available for such loans, was 4.3 percent 
in 1952, approximately equal to that in other high-income, 
postwar years. 

Technical Notes 
Gross debt is defined to include all classes of legal indebted

ness except the following: (1) the deposit Uability of banks 
and the amount of bank notes in circulation; (2) the value 
of outstanding policies and annuities of life insurance car
riers; (3) the short-term delits among individuals and unin
corporated nonfinancial business firms; and (4) the nominal 
debt of corporations, such as bonds which are authorized 
but unissued, or outstanding but reacquired. 

Net debt for each of four sectors is defined as follows: 
Federal Government net debt is that owed to all other 

sectors of the economy except the Federal Government 
proper and its corporations and agencies; State and local 
government net debt is that owed to all other economic 
entities except State and local governments; corporate net 
debt is that owed to all other entities (including corporations) 
except to other corporate members of an affiliated system; 
and private noncorporate net (and gross) debt is the summa
tion of all forms of legal noncorporate indebtedness except 
that among individuals and unincorporated nonfinancial 
business firms. Data showing adjustments for duplication 
involved in passing from gross to net debt are given in detail 
in tables 3, 4, and 5. 

These concepts were more fuKy discussed in the October 
1950 issue of the SURVEY. 

The statistical bases for the present estimates are in 
general similar to those used in the past. These have been 
explained in articles in the July 1944 and September 1945 
issues of the SURVEY and in the special bulletin "Indebted
ness in the United States, 1929-41" (Department of Com
merce Economic Series No. 21, U. S. Government Printing ! 
Office, 1942). In the September 1946 and September 1947 ! 
articles modifications of former procedures were noted. \ 

The present report contains the full set of estimates pro
vided by the Office of Business Economics Debt Study, and 
supersedes the tables published in earlier reports. Revisions 
incorporated here include those made by the Bureau of 
Agricultural Economics in the series for farm mortgage 
debt, by the Federal Savings and Loan Insurance Corpora
tion in its estimates of mortgage debt on 1-4 family homes, 
and by the Federal Reserve Board in the series for consumer 
credit outstanding. For the convenience of users of the 
data, revised values for the major debt categories affected 
have been extrapolated back to 1916, using appropriate linlcs 
(table 1). 

Other revisions for recent years have resulted from the 
incorporation of additional basic data. 

In table 4, the distribution of local government debt by 
types of civil divisions shown for 1950, 1951, and 1952 is not 
strictly comparable with that shown for 1949 and earlier 
years because of changes in the Bureau of the Census classi
fication of these units, particularly cities and special dis
tricts. (See "Governmental Debt in 1951," Bureau of the 
Census, December 1951.) 


